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And I said, "Wouldn't it be great if..." It's 10 a.m., and Bill Gross's heart is in the Big Picture and his mind in the 
gritty detail. This morning he's is his office at Knowledge Adventure (KA), the educational software company in 
Glendale, California, that anchors his burgeoning software empire. His current subject is KA's floor plan. "We 
sat down with our architect," he says, "a guy who used to design theme parks for Disneyland, and tried to come 
up with a physical layout that would mirror the way we want people to interact." 


The way Gross wants his people to interact is openly and often, and the layout he settled upon to facilitate that 
was the inverse of the average corporate floor plan, the kind with bigwig corner offices ringing rows of small-fry 
cubicles. KA occupies a huge one-floor building on a lot that was formerly an airport. The place looks more like 
a Discovery Zone than a corporate powerhouse, with colorful interior dry walls whose kid-friendly silhouettes 
suggest houses and schools demarcating the company's pie-shaped departments. These departments radiate from 
a cluster of glass-walled central offices belonging to the company's executives. Each pie-slice department, of 
course, abuts the one with which it works most closely; development next to marketing, marketing next to sales, 
sales next to operations, and so on. Still "It's not perfect," Gross concedes, "Everybody needs to be next to 
everybody." 


If he could, he'd run everything that way. Gross's career has been marked both by bursts of inspiration and by the 
minutiae of fitting the disparate pieces together. In theory, this philosophy will be epitomized in idealab!, the 
year-old company he founded in order to help realize the ideas he seems to conceive on a daily basis. "The key," 
he says, "is maximization of time and efficiency; having everybody spend every minute of every day doing 
precisely what maximizes the organization's prospects." 


Take the focus-group testing facilities. Most software houses develop products based on the creative whims of 
their resident whiz kids, then roll the new merchandise out like dice, hoping they enjoy market approval. The 
result? An occasional smash hit and scores of failed offerings with really cool code. 


KA, by contrast, does extensive product testing with children and adults, watching kids use its software through 
one-way mirrors and sending parents into a mock store to sift through titles by KA and its competitors, then 
debriefing them: What did they recall seeing? What did they like, and why? What did they buy? Suchresearch 
can be crucial; the cover of KA's Casper Brainy Book, a reading-software title created with KA investor Steven 
Spielberg, was substantially redesigned after testing revealed that parents thought the title was a game not a 
learning aid. "It's unbelievable how much of a sales difference that can make," Gross says. "It'snot just 5% or 


10%; it’s like 5 to 1." 
He pauses for a swig from his omnipresent can of Coke. "Now I’m trying to do the same thing for the Internet." 


Bill Gross, 38, is a small, slight, blissfully nerdy man with the hoarse rasp of a ceaseless talker and the restless 
energy and almost irritating enthusiasm of - well, of someone who’s founded around 20 companies before the 
age of 40. His career is a ladder of entrepreneurial zeal, a $350 million empire that had its beginnings in Encino, 
California, when he was 12 years old. Gross realized at that time that the drugstore on the corner was selling 
candy for a dime; but if he got it at the Sav-On down the street for 8 1/2 cents, he could undercut the pharmacy 
by a penny and still profit off the margin. Soon he was buying by the case for 7 cents, then from the 
manufacturer for 6 cents. By the time he reached high school, Gross had salesmen doing his legwork for him. 


In high school he fell in love with math (big surprise). He invented a way to make parabolic dishes more 
efficiently out of cardboard and tinfoil (don’t ask), used hiscandy profits to advertise his parabolic instruction 
set in the back of Popular Mechanics and sold hundreds a $4 a pop. "It was my first experience with intellectual 
property and direct marketing," he says of that company, Solar Devices, which paid his tuition at Caltech. There 
he got obsessed with his classmates’ unaffordablestereos. So he joined the student shop and started building his 
own upscale speakers. 


By now the result is predictable: he sold thousand of speakers to fellow students and upon graduation started his 
own audio store, Gross National Products. Then in 1981 came perhaps Bill Gross’s greatest revelation. IBM 
introduced its first PC, and he fell in love with Lotus 1-2-3 spreadsheet software. He and some Caltech pals 
jiggered the code to produce a more user-friendly version. They demonstrated the software at a trade show, and 
word got back to Lotus founder Mitch Kapor, who asked to meet them. The Caltech boys visited Lotus, and 
Kapor was blown away. A day later, Gross says, Kapor offered to buy the company. 


Gross and his brother - and partner - Larry were happy working for Lotus, he says. But then one morning Bill 
dropped off his son for his first day at kindergarten. "I waved goodbye to him as my Volvo pulled away from the 
playground," he says, "and thought, °’ Oh my God, I’m handing him off to the educational system. Theisoftware 
stinks, the teachers aren’t paid enough. I really should do something about that.’" 


Thus was born Knowledge Adventure, which was founded in 1991 and swiftly became one of the more 
profitable software publishers on the block. But Gross discovered that professionally speaking, he wasn’t 
entirely, totally, completely happy. The problem was a lack of focus on his own. In its early years KA was all 
over the map, producing cartoon products and gam titles and licensing technology along with its core 
educational-software business. The company was profitable, but not at the level Gross demands from his 
ventures. 


Then one day Wolfenstein, the ultraviolent action game whose scrolling 3-D prefigured Doom and all the 
gorgeously rendered (and astoundingly profitable) digital carnage that followed. Gross hated the gore but loved 
the 3-D stuff. "Wouldn’t it be great," he said, "if we embedded 3-D in all our products and set up a divisionto 
sell it to other people?" 


Now 3-D software’s future was clearly bright - 3-D banking, 3-D shopping, 3-D gaming, you name it. But the 
idea was just as clearly outside KA’s bailiwick.Ordinarily such a concept would have gone the way of most of 
the ideas that Gross spits out like silver balls in a pinball machine; into some forgotten corner of his notebook, 
until he would kick himself three years later while reading about the company that had actually gone and done 
it. 


This time, though, he decided to create a new company. The result, Worlds, Inc., located in San Francisco, was 
one of the first to specialize in Web-based 3-D site creation, one of the Internet’s hottest growth areas. "We put 
in $250,000," says Gross, "and today the company’s worth about $75 million." 


The lesson? Companies thrive on focus, "The ability to carve out a position in somebody’s brain is so limited," 


Gross says. "If you can get it down to one word, it’sincredible. Like Volvo: safety, Crest: cavities, Prego: thick. 
When every blood vessel and every corpuscle in every bone in every person in your company is focusedon one 
thing, unbelievable things happen." 


Last year he applied that lesson to KA, shedding any activity that didn’t revolve around helping kids succeed in 
school. "And as we do it," he says, "our sales just keep multiplying. Last June [1995] we were at 1.9% in the 
educational software marketplace. By Christmas it was 2.8. This March it was 4.2%. We were 5.6 in June. And 
at the current projection, we’ll be 7 in September." 


This belief informs idealab! - create lots of little companies, each intensely focused on one goal. But the project 
actually owes its existence to Gross’s ongoingself-analysis. Last year he made one of the more excruciating 
decisions of his career, replacing himself with brother Larry as chief executive of KA. For the first time since 
before he sold candy in Encino, Bill Gross wasn’t the hands-on master of his corporate domain. "For the first 
two months I was terrified," he says. "I’d lookaround and see meetings I wasn’t in and wonder what was going 
on." 


Last New Year’s he took stock. "’I have all the money I could possibly use’" he thought, "’I have a happy family, 
two beautiful children. But I could never retire. So what do I really like doing every day?" 


The correct answer, in essence, was shmoozing. Gross’s genius lies in "the pursuit of the idea." as he puts it: the 
cognitive dissonance between razor-sharp corporate focus and his own intellectual wanderlust. "I’m the most 
unfocused person on the planet," he admits sheepishly. He reads 2,000 pages a week from radically disparate 
sources and pours the unlikely associations that result into a densely notated spreadsheet. He then distributes it 
throughout his organization so that others can benefit from his inspirations. 


But following through on all his ideas once they’ re out there isn’t Gross’s strong suit. "His mold is not one that 
~ the Heavenly Father uses very often," says Bob Kavner, a noted ex-AT&T, ex-CAA new-media executive who 
is now an investor in idealab! and chairman of the board of its crown jewel start-up, CitySearch. "His energy is 
focused, purposeful and intelligent ... I would say that Bill Gates is in his class ... but he does not have the 
propensity to deal with the constancy of purpose in running an ongoing business." 


Having relinquished KA’s reins, Gross is finally free to spend his time playing the hummingbird, "taking all my 
ideas and putting them into unbelievably focused companies." His idealab! , with just 10 employees and 
unlikely to grow much larger, acts as an executive organizer and dispenser of seed money (up to $250,000 per 
start-up) for tiny companies, each dedicated to nurturing one of Gross’s mostly Web-based concepts. In the Web 
era, he says, the barrier to success "is no longer money; it’s creativity, execution and speed." 


With that in mind, idealab! firms start small but, armed with the efficiency of the group’s centralized 
organizational and fund-raising resources, have the opportunity to grow quickly. Thus far the project has birthed 
18 infant start-ups: answers.com, recomMentor, Events.com, Smart Games, E-Ticket, and on and on. And "only 
one of these companies has to hit," Gross notes, "and it will fund idealab! forever." 


That gold mine might well be CitySearch, which produces interactive Web sites providing local business and 
community information. The Pasadena, California-based company has sites up and running in Raleigh-Durham, 
North Carolina, Pasadena, and New York City, and will have at least 30 up by 1997. Today the start-up looks 
like a thriving concern, with scores of young employees crammed into its two-floor warren of offices and 
hallways. 


In fact, Gross explains later on while walking out to his car, the Pasadena building housed Knowledge Adventure 
during its start-up. It started small but soon had bought out every other tenant in the building. Each morning 
these quiet residential street became clogged with parked cars as the staff came to work. Finally KA moved to 
the building in Glendale, and for months the Pasadena digs stood empty. 


Then he formed CitySearch and chose the same old building for his start-up. One day soon after the launch he 


ran into a local resident, who recognized him with surprise. "Oh no," the guy said, knowing Bill Gross’s 
reappearance meant the end of the block’s peace and quiet, "You again." 
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